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About the report

Toyota Motor Europe (TME) first published its European Environmental Report in 2001, to enhance disclosure of information about its
environmental activities and since 2007 also to enhance disclosure information about its sustainability activities. This is the seventh report
which is complementing the Toyota Motor Corporation (TMC) global Sustainability Report 2008. TME'’s Sustainability Report is published on

an annual basis.

The report intends to provide transparency on Toyota’s commitments, policies, strategy and performance in economic, environmental and social

aspects affecting its business and stakeholders where TME is active.

Financial data is obtained from the Group’s accounting system. The data included has been calculated according to the same principles as
in the Annual Report of TMC. Because of exchange-rate differences between years, some 2007 results that show an increase in the amount

in Japanese yen may show a decline when translated into euros.

Environmental data for the report is collected annually from the production companies according to a fixed reporting procedure and in a
standardised format. This currently includes six manufacturing sites. TME’s seventh manufacturing site, which just opened in Russia, has not
yet been included in the Key Performance data. The manufacturing site in Salvador Caetano is not included in this report. Environmental data
for other sites such as logistics centres and National Marketing and Sales Companies operations is collected annually according to a fixed
reporting procedure and in a standardised format. With the exception of Kazakhstan, all affiliated and non-affiliated NMSCs are within the
scope of this report. The environmental data for logistics operations is estimated in a worst-case scenario according to TME’s Greenhouse Gas
Guidelines (GHG). TME’s GHG are based on GHG guidelines of the World Business Council for Sustainable Development (WBCSD) and the
World Resources Institute (WRI).

Data relating to social performance is collected through the information systems of the various divisions involved (customers satisfaction, quality,

safety, purchasing, CSR, etc.). Affiliated companies controlled by TME are covered by this report.

The Key Performance Indicators for economic, environmental and social performance are gathered in one composite Corporate Citizenship

Index through the CSR assessment.

Ensuring reliability and accuracy of data in the report

Facts and figures in this edition cover Toyota’s FY2007 (April 2007 — March 2008). Selection of the material to be
covered by this report is made both on the basis of stakeholder feedback as well as extensive internal dialogue,
conducted through processes that form a part of the company’s daily operations. Toyota believes that the report

covers a balanced and complete set of topics and shows commitment and results as a company based in Europe.

Many departments and data sources have provided input and information for this report. Much time and focus has

been placed on ensuring that this information is accurate and of a high quality.
As a baseline for reporting, this report makes reference to the "Sustainability Reporting Guidelines — G3” developed
by the Global Reporting Initiative (GRI). Other reporting guidelines have also been used and, in addition, Toyota in

Europe has applied experience and expertise the company has gained in reporting for the past eight years.

For further information on Toyota, please visit the website www.toyota.eu

Toyota welcomes all comments and opinions you might wish to share with us.

The TMC Sustainability Report 2008 can be found on www.toyota.co.jp/en/environment/index.html
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. Tadashi Arashima

. President and CEO,

« Toyota Motor Europe (TME),

« Senior Managing Director,

. Toyota Motor Corporation (TMC)

Dear Reader,

For many years now, | have spent a great deal of my time travelling to our European sites — from
manufacturing plants and logistics centres, to the local retailers where we sell our cars — meeting and
talking with our Toyota and Lexus customers, partners and colleagues. One of the most rewarding
aspects of these trips is seeing first-hand how our people bring to life the company’s values in a
way that continuously generates inspiring solutions to very real challenges. At Toyota, we have
long believed that environmental sustainability, especially the issue of climate change, represents one
of the greatest challenges of the 21st century. In Europe, climate change is becoming increasingly
integrated into the political framework of the European Union (EU). This is reflected in the COz2 taxation
systems of many EU Member States, as well as in the ongoing discussion about new legislation for a
post-140 g/km COz2 target. We are also faced with a dynamic yet increasingly complex marketplace,
where our rapid growth in Eastern Europe and Russia, TME’s largest market, must be accompanied
by a consistent commitment to very different economic, environmental and social priorities.

The two imperatives of growing our business profitably while enhancing our social and
environmental performance are managed at every aspect of the product life cycle. This integrated
and holistic approach is designed to create value for both Toyota, as a sustainable business,
and for the communities, in which we live and work. Our production processes are continuously
updated to maximise their environmental sustainability while, at the same time, we seek to offer
a choice of superior quality products that respond to our customers’ needs and the trend for more
environmentally responsible products.

FY2007 marked 10 years of hybrid leadership for Toyota since we launched Prius, the world’s first
mass-produced hybrid car. Today, cumulative hybrid sales have exceeded 1.5 million vehicles globally,
with Europe already contributing more than 150,000 vehicles to this result. We are convinced that
a large part of our hybrid success lies in delivering Complete Customer Satisfaction. Hybrid owners
tell us that they appreciate the outstanding environmental performance of their car, and express this
in customer satisfaction surveys in a resounding manner. This year, Prius again topped J.D. Power
& Associates’ Complete Customer Satisfaction Index Studies in France, Germany and the United
Kingdom for the second consecutive time — receiving high marks for quality and durability.

Our ambition is to put more environmentally friendly vehicles on European roads and appeal to both
private customers and companies. For this reason, we have set ourselves the challenging mandate
to “green the fleet market”. Seeking to lead by example, TME has already introduced a policy
that calls for our own company car fleet to comply with the 140 g/km COz2 target by 2009, and
reduce this further over time. Although we are proud of our progress, our approach to sustainable
development pushes us to explore a variety of solutions towards developing cleaner and greener
vehicles. In search of new, low-carbon energy sources for the transport sector, biofuels is one such
solution that has caught the attention of communities worldwide. However, current discussion in
Europe reveals that first-generation biofuels are not the “silver bullet solution” that some people
have been led to believe.

To keep you fully informed, we have invited the Director General of the International Union
for Conservation of Nature (IUCN), Julia Marton-Leféevre, to share her views on this issue. This topic
is just one of many new additions to the latest Sustainability Report, designed to keep you abreast
of the key activities paving Toyota’s green road to growth.

Please enjoy.
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Headlines

~ €10.5 million socia
~ contributions

70th anniversary Toyota world-wide

10 years
of Prius

100,000 1 million Prius sales globally
Prius

sold in
Europe

New manufacturing plant opened in Russia

Green Engine of 130,000 hybrids
the Year 2008 sold in Europe
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?Key figures

Key figures
Economic performance 2007 vs. 2006
Net revenues (million €) 24,651 +4.4%
Operating income (million €) 874 -4.5%
Number of vehicles manufactured 814,093 +0.8%
Number of engines and transmissions 1,396,106 +1.7%
Annual total sales (Toyota+Lexus in million) 1.238 +4.6%
Annual hybrid sales 48,958 +36%
Market share (CY) 5.6% +0.2%
Investment (since 1990 in billion €) almost 7 NA
Environmental performance 2007 vs. 2006
ISO 14001-certified European Manufacturing Companies (EMCs) 7 idem
ISO 14001 -certified National Marketing and Sales Companies (NMSCs) 22 +9%-
ISO 14001-certified Toyota & Lexus retailers 185 +72%
ISO 14001 -certified Parts Distribution Centres 13* +8%*
ISO 14001 -certified Vehicle Logistics Centres 8 +14%
EMC energy usage (kWh/vehicle) 1,356 +1.8%
EMC water usage (m®vehicle) 1.98 -10%
EMC VOC emissions (g/m?) 19.9 -22%
EMC waste-to-landfill (kg/vehicle) 0.05 -44%
EMC number of fines 0 1
EMC number of prosecutions 0 0
EMC number of complaints 0 NA
CO2 emissions - EMC (t CO2) 339,300 +9%
CO2 emissions — NMSC (t CO2) 12,585 +14%
CO2 emissions — Production Parts Logistics (t CO2) 103,000 +3%
CO2 emissions — Vehicle Logistics (t CO2) 82,273 -2.6%
CO2 emissions — Service Parts Logistics (t CO2) 79,696 +9%
Sales of remanufactured parts (units) 69,201 +23%
Social performance 2007 vs. 2006
Employment (direct) - NMSC, logistics sites and Head Office 7,432 +9%
Employment (direct) - EMC 18,920 +23%
Gender distribution — % of women in TME, NMSCs, Logistics Group 26% -3%
Gender distribution — % of women in the Manufacturing Group 10% +1%
Injury frequency rate — Manufacturing Group 3.04 +10%
(No. of lost-time-injuries x 1 million / No. of hours worked)
Injury frequency rate — European HO 0.7 +59%
(No. of lost-time-injuries x 1 million / No. of hours worked)
Injury frequency rate - TPCE 18.17 +66%
(No. of lost-time-injuries x 1 million / No. of hours worked)
Suppliers — purchased local European content of core models >90% idem
European social contributions - total amount (million €) 10.5 +8.1%
(revised figures FY2007)
European social contributions — % of operating income 1.2% +18%
European social contributions — % of subsidiaries that have policies and procedures 82% +55%

*Excludes NMSC-owned Parts Distribution Centres

Comparisons with 2006 reflect the latest and most accurate data at date of publication
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%Vision & strategy

. Thierry Dombreval
 Executive Vice-President &

. Managing Officer, TMC

The Toyota vision: economic, environmental
and social sustainability
Toyota strongly believes that growth can only be sustainable when industry and nature function
in harmony. Nature works in cycles of growth and regeneration, and the same holds true for
industry. This principle of aligning the cycles of industry to the cycles of nature is behind Toyota
Motor Corporation’s Vision 2020, a publication that serves as a guiding document for all Toyota
operations around the world.

i The cycles
. Chief Operating Officer, TME, :

of nature and industry®

Cyc

the earth.

nature

¢ (1) Source: TMC Vi

All people and communities are
subject to the natural cycles of

to undertaking monozukuri
(manufacturing) that strikes

a harmonious balance with

sustain the global environment.

les of nature

Toyota is committed

in order to carefully

ision 2020

Cycles of industry

An industry creates new value,
while spawning the birth of
anew industry — such is the
way of the cycles of industry.

Toyota endeavors to be
a driving force behind the
development of sustainable

industries.

Toyota’s vision is based on
perpetual change and renewal.
This can only be achieved by
creating a framework that inspires
employees and gives them
the freedom to find innovative
solutions. These innovations can
be major breakthroughs such as
Toyota’s hybrid technology. They
can also be simple, continuous
improvements (kaizen) to the way
people do their daily jobs. The
Toyota Way encourages people
to think differently, to constantly
challenge the status quo, and
to identify new opportunities,
both big and small, that allow for
harmonious growth.

Based on TMC’s Vision 2020, Toyota Motor Europe has established its own Vision 2015.
To contribute to Toyota’s global sustainable growth, TME has set the goal to become a leading
player in Greater Europe by:
Positioning itself in the Top 5 in market share;
Achieving Complete Customer Satisfaction;

Ensuring profitable growth;

Being an environmental leader in every market; and

Being a good corporate citizen.

Good Euro

Soqiety

pean corporate citizen

Employees Customers

Share-
hoIqiers

Business
Partners

Dialog

Environmental
performance

ue Transparency

Economic
performance

Working Together

Social
performance

The fundamental principles
for achieving this vision are
explained in the document
“Contribution towards Sustainable
Development”. This document
outlines Toyota’s commitment
to sustainable development
by enhancing its economic,
environmental and social
performance to meet the
expectations of all stakeholders.

Toyota’s economic, environmental and social performance is fundamental to its business
model, which is based on Toyota’s Guiding Principles and the Toyota Way.
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Guiding Principles

. Honour the language and spirit of the law of every nation and undertake open and fair corporate activities to be a good corporate
citizen of the world.

. Respect the culture and customs of every nation and contribute to economic and social development through corporate activities
in the communities.

. Dedicate ourselves to providing clean and safe products and to enhancing the quality of life everywhere through all our activities.

. Create and develop advanced technologies and provide outstanding products and services that fulfil the needs of customers
worldwide.

. Foster a corporate culture that enhances individual creativity and teamwork value, while honouring mutual trust and respect
between labour and management.

. Pursue growth in harmony with the global community through innovative management.

. Work with business partners in research and creation to achieve stable, long-term growth and mutual benefits, while keeping
ourselves open to new partnerships.

Management structure of TME
Bringing a vision to life requires an appropriate management structure. TME has therefore established
a number of committees.

These committees provide the platform

Management structure of TME

for defining strategy on issues involving
the environment and Corporate Social
Responsibility (CSR). They also work pro-
actively to ensure that legal compliance is
reached prior to the date of legal enforcement.

TME Executive Committee
Chair: President & CEO

Because of intense cross-company

External Environment CSR Audit and cross-functional engagement on
Affairs Committee Committee Committee ) tal and CSR i th tlined
Committee Chair: TME Chair: Executive Chair: Executive environmental an Issues, the outiine
Chair: Senior President Vice-President Vice-President governance structure allows relevant issues
Vice-President &CEO &C00 & COO to be brought to the attention of the executive
External Affairs . :
level at all times and by all employees.
Ceeeenn Toyota Fund for For Toyota, Environmental Leadership and

Europe Board

Environmental leadership = a business model

Guiding Principles Sustainable Development

Earth Charter Vision 2015

Environmental Policy European Master Plan

Five-year Environmental Action Plan European Regional Hoshin

Three-year Business Plan Activities NMSC/EMC

Toyota Way/Contribution towards Sustainable Development

CSR must be integrated into all business
activities and business strategies.

Sustainability as a company goal is integrated
into TME’s Vision 2015 and the European
Master Plan. The European Regional Hoshin
(strategic plan) sets each company’s strategic
objectives, including CSR and environmental
targets. This is then translated into the activity
plans of each site, National Marketing and
Sales Company (NMSC) and European
Manufacturing Company (EMC).

Environmental performance

Based on the Guiding Principles and the
Toyota Earth Charter, the Environment Policy
keeps environmental issues among the
company’s top business priorities (for further
information about Toyota’s Environmental
Policy, please go to www.toyota.eu). Global

and regional environmental topics are listed in the Toyota five-year Environmental Action Plan, and cascaded
down into the different companies’ three-year business plans. These plans are approved and monitored by
the Environmental Committee, which is made up of executives from all business areas.
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The following chart summarises the main 2007 results in areas of environmental improvement (some results
refer to fiscal year, some to calendar year):

TME’s Five-Year Consolidated Environmental Action Plan (FY2006-2010)

Direction 2007 Achievements 2010 Target
I. Tackling energy & global warming issues

1. Reduce CO2 e COz2 inventory management system extended and further ® Proceed with CO2 management
emissions in all consolidated. While absolute emissions have increased due throughout the entire company and
Toyota’s European to higher production and sales levels, a reduction was consolidate all CO2 emissions for Toyota
operations: production achieved in emissions per vehicle produced and shipped. European operations.
and non-production e 2010 target exceeded in production. 1.356 kWh/vehicle * Reduce energy per vehicle produced
areas (logistics, achieved in production and at NMSCs (National Marketing (target: 1,400 kWh/vehicle).
buildings, etc.) and Sales Companies). ® Reduce energy consumption in all

e While a decrease per vehicle was achieved the total CO2 operations.
emissions increased because of business growth and e Decrease emissions from logistics
expanded operations. transportation.

e Full compliance of TMUK in the first trading period e Comply with EU Emissions Trading
(2005-2007). Reduction target exceeded. Scheme (ETS).

2. Promote the e On target to meet JAMAs! voluntary agreement through e Contribute to the voluntary agreement of
development of continued efforts to further improve the efficiency of engines, ~ JAMA® to achieve 140 g/km COz2 in 2009.
technologies that extend the range of hybrid vehicles, and introduce a greater
achieve the best number of smaller models with lower emissions.
fuel efficiency

3. Promote the e Continued corporate and brand environmental awareness @ Raise public awareness about the benefits
development advertising. Spontaneous awareness of Prius increased the of Toyota’s full hybrid systems.
and sales of score of Toyota on “cares about the environment” by 50% to 75%. e Contribute to global sales of one million
clean-energy e Sold 48,958 hybrids. hybrids/year.
vehicles e Diesel mix: Toyota 39.3% and Lexus 21.7%. * Promote clean diesel technology.

e Small cars: 30.8%. Increase sales of small cars.

. Improving recycling of resources

4. Promote the effective e 2010 target met (All plants achieved zero-waste-to-landfill). e Promote zero-waste-to-landfill at all
use of resources to e Use of returnable packaging for parts led to a 4.5% production plants.
contribute to arecycling- reduction in packaging waste compared with 2006. * Reduce general waste and packaging
based society waste.

5. Reduce water e 2010 target exceeded (attained water volume of 1.98 m3/ ® Reduce water volume used per vehicle
consumption vehicle produced). produced (target: 2.3 m3/vehicle).

6. Implement recycling e Toyota is in full compliance in all 27 Member States of the e Fulfil all requirements of the EU ELV
systems in Europe European Union covered by the ELV (End-of-Life Vehicles) Directive 2000/53/EC.

Directive, as well as in all other countries in Europe that
have implemented ELV legislation.

lll. Eliminating Substances of Concern

7. Reduce the use of ® |n full compliance with the ELV directive. e Eliminate the use of four SOCs (lead, mercury,
Substances of * |nitiated internal process to guarantee compliance with cadmium and hexavalent chromium).
Concern (SOCs) REACH (European chemicals policy) as it becomes effective. ® Comply with REACH regulation.

IV. Improving atmospheric quality

8. Reduce exhaust e Furo 5 standard set for 2009 (PM and NOx) and Toyota well e Promote clean diesel technologies.
emissions to improve positioned for full compliance.
air quality in urban
areas

9. Reduce emissions e Attained VOC emissions rate of 19.9 g/m3. * Reduce the volume of purge solvents in the
of Volatile Organic vehicle painting process (target: 25 g/m3).
Compounds (VOC)

Concern

V. Expanding environmental management

10. Strengthen * 2010 target met: Re-certification of all Toyota Europe e Ensure re-certification for Toyota Europe’s
consolidated operations accomplished with no non-compliance issues consolidated environmental management
environmental — 32 internal audits conducted. system based on ISO 14001.
management e 2010 target met: Green Purchasing Guidelines issued. e |ssue new “Green Purchasing Guidelines”

e 23/29 NMSCs have obtained ISO 14001 certification for suppliers and logistics partners.
— environmental compliance at retailers is being monitored e All NMSCs to obtain ISO 14001
through the Toyota Service Marketing programme. certification — enhance environmental

e Green Month campaign conducted at 40 sites based management and compliance at retailers.
on the theme “You Control Climate Change”. e Launch a Green Month campaign in

¢ All new Toyota employees received environmental training conjunction with the UN World
at the New Hire Orientation. Environment Day each year at all sites.

* 100% of energy for TME Head Office operations deriven ® Provide environmental training to all new
from renewable sources. employees.

e Renewable energy opportunities included in Sustainable e Purchase of Green Energy (renewable
Plant and Sustainable Retailer concept. sources) for Head Office operations.

e Study renewable energy opportunities

: in new or expanded facilities.
: (1) Japan Automobile Manufacturers Association P
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Social performance: good corporate citizenship

Although the environment is a major challenge for a car manufacturer, economic and social performance are
equally important for sustainable development. For this reason, Toyota Motor Europe’s CSR team measures
and coordinates performance in all three areas.

From strategy to plan

At the executive level, the CSR committee oversees all strategic aspects of sustainable development
and analyses possible gaps between the principles and targets and Toyota’s actual economic, environmental
and social performance.

Based on the gap analysis, the committee decides on the overall CSR strategy for Toyota in Europe and
implements the strategy within its business operations through the committee’s various working groups.

Since the formal launch of the CSR structure in 2002, the company has worked to develop a common
understanding and harmonised approach to CSR within all business units, through regular assessments
of the current CSR situation and development of countermeasures whenever appropriate.

The priority for 2007 was to focus on enhanced measurement, standardisation of processes and cross-
company communication. This has led to the development of a thorough measurement system for CSR
performance, called CSR Assessment, for all affiliates in 2007. The results of this assessment led to the
identification of kaizen (improvement) projects, which will be integrated into the affiliates’ three-year business
plans in 2008.

Details on the process, content and results of the CSR Assessment can be found on pages 51-53.

CSR Kaizen: CSR three-year business plan (FY2008-2010)
The CSR three-year business plan brings together company-wide CSR projects in the three main areas shown below.

CSR project

1. CSR Management
fully integrated
into business
processes/
planning

2007 Achievements 2010 Direction

HR Management

e Analysis of gender gap and work/life balance ® Propose countermeasures based on gender gap
and research on potential countermeasures. impact analysis on employee retention by FY2008.

e Training on gender diversity. e By FY2010, implement countermeasures to

e Code of Conduct: Whistle blowing procedures reduce gender gap in employee attraction by 50%.
and reporting process implemented. * Analyse work/life balance in FY2008 and propose

e Measurement of Code of Conduct roll-out multi-year action plan.
processes at affiliates (CSR assessment). e Propose actions for keeping the Code of Conduct

at the forefront of the attention of all employees.

Supply Chain Management

e CSR questionnaire roll-out to all TME suppliers. ® Processing of questionnaire results
and propose countermeasures.

Support to affiliated companies

e CSR best practice sharing via extranet e |ncrease use and content of CSR Toolbox.
“CSR Toolbox”. e Review CSR Assessment tool and implement
e Detailed CSR performance assessment by December 2008.
of affiliates (CSR Assessment). e Assure integration of CSR action plan into business

plans of all affiliated companies by July 2008.

Special Mobility

e Pilot project to provide mobility solutions for e Roll out in other EU countries.
: disabled people rolled out in UK and France. e Measure CSR effect of pilots.
2. Enhanced & e NMSC support and alignment of social ® |ncrease alignment of social contributions
: efficient system contributions with business strategy with overall business strategy.

of social
contributions
that create both
social & business
value

(focus on Germany, Russia and Nordic countries).
* 60% strategic focus achieved (projects in

environment, road safety and technical education).
e |aunch of pan-European social contribution

Enhance visibility of social contributions in Europe.
Increase involvement of retailers.

Toyota Fund for Europe website.

Definition and implementation of Social and

: programmes. Business Investment project.
: 3. Key stakeholders * |In-depth analysis and preparation of e Second European Key Stakeholder Study in FY2008.
: understand Toyota European Key Stakeholder Survey 2008. ® Develop KPIs for stakeholder relations.
performance secure e Participation in various stakeholder events e Set up and implement proactive stakeholder
positive image & like CSR Marketplace and Green Week. engagement strategy.
local admiration ¢ Membership in ACEA. e Continuous qualitative and quantitative
¢ |nclusion of additional KPIs (under Global improvement of Sustainability report.

Reporting Initiative) in Sustainability Report.
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%Toyota in the World
and in Europe

nghllghts Toyota continues to invest in Europe, spending nearly €300 million in 2007 to
: expand and improve its operations throughout the region. These efforts include the
: inauguration of a new manufacturing plant in Russia, the expansion of TMUK’s engine plant, the opening
of a new parts distribution centre in the Czech Republic, and the expansion of the parts logistics centre in

Belgium. FY2007 represents the 11th consecutive year of record sales growth for Toyota Motor Europe,
with sales of 1.238 million vehicles and a market share of 5.6%.

Toyota in the world

Toyota Motor Corporation is one of the world’s largest automobile manufacturers, selling
over 8.9 million vehicles in 2007 on all five continents and generating over €162 billion in net
revenues. A Top 10 Fortune Global 500 enterprise, Toyota again received a top ranking in
Fortune’s list of Global Most Admired Companies, where it was named as the most socially and
environmentally responsible automaker®.

Toyota’s European network

. Ludo Vandervelden

. Senior Vice-President
. Accounting & Finance &

. Business Services, TME
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@ Supporting Facilities / Other Activities
: @ European Manufacturing Companies (EMCs)
: @ National Marketing & Sales Companies (NMSCs) New facilities opened in 2007
¢ @ Vehicle Logistics Centres @ Parts Distribution Centres

(1) Fiscal Year data including Hino and Daihatsu
(2) Global 2007, Fortune magazine
(8) World's Most Admired Companies 2007, Fortune magazine
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Toyota today has 53 manufacturing companies in 27 countries and regions excluding Japan, and markets
vehicles in more than 170 countries, supported by a consolidated workforce of over 316,000 people.
It continues to invest in the research and development of new, more fuel-efficient vehicles and technologies,
dedicating nearly €6 billion a year on these efforts world-wide.

Toyota first began selling cars in Europe under an official distributor agreement in 1963. Since then, the
company has matured into the leading Japanese automaker in this highly competitive market. Since 1990,
Toyota has invested over €7 billion throughout Europe.

Investment in UK

British Prime Minister Gordon Brown officially launched the start of UK production of the new Toyota Auris during his visit to the
company’s plant in Burnaston, Derbyshire, on 26 February 2007, when he was then Chancellor of the Exchequer.

During his visit, the former Chancellor toured the Auris assembly lines and met with workers and senior management from
Toyota’s UK and European operations, before driving an Auris off the
production line to symbolise the official start of production of Toyota’s
all-new C-segment hatchback.

Speaking to an audience that included employees, suppliers and
representatives from the local government and the local community,
Mr. Brown said: “I am delighted to be here in Burnaston to see for
myself this successful plant, and to congratulate all those involved as
the UK production of the Auris begins.”

In March 2008, Toyota announced plans to invest €115 million to
produce a new 4-cylinder, 1.3-litre petrol engine, the ZR, at TMUK’s
plant in Deeside, North Wales. The move highlights TME’s ongoing
commitment to introduce more compact and fuel-efficient engines
in Europe. Production of the new ZR engine is scheduled to begin
in late 2009, in line with TME’s target to completely renew its petrol
Gordon Brown launches UK production of Auris engine line-up by 2010. As with the production of Auris in the UK, the
expansion of the engine line-up at the Deeside plant is further evidence
of Toyota’s commitment to localise production close to customers.

To date, Toyota has invested over €2.7 billion in its two UK manufacturing plants, which currently employ over 4,900 employees.

Case study

Toyota’s operations in Europe are supported by a network of 29 National Marketing and Sales Companies
(NMSCs) covering 48 countries, a total of over 3,000 sales outlets, and eight manufacturing plants,
including its new facility in St. Petersburg, Russia, which opened in 2007. As an important player in Europe,
Toyota continues to grow — both geographically and in terms of market share — with the goal of putting its
customers first.

Toyota believes in a policy of localisation, adapting its vehicles to meet the specific needs of Europe’s
varied customers. This means the company’s operations in Europe are generally located within the
communities they serve. Toyota’s best-selling European models — the AYGO, Yaris, Auris, Avensis and
Corolla Verso — are all built in Europe.
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Camry production begins in Russia

Toyota held a line-off ceremony for its best-selling Camry at Toyota Motor Manufacturing Russia (TMMR)
in St. Petersburg, Russia, on 21 December 2007.

After the ceremony, the guest of honour, Vladimir Putin, then President of Russia, was given a tour of the
Camry plant accompanied by Katsuaki Watanabe, President of Toyota Motor Corporation.

“The reason we have been able to successfully commence production is that a team made up of Russians
and Japanese had the enthusiasm to clear numerous obstacles and overcome adversity,” Mr. Watanabe
said at the ceremony. “By steadily building our
production and sales in Russia, a market that
has great potential, we hope to contribute to
the development of the country’s automobile
industry, and to the parts industry that
supports it, thereby helping to bolster the
Russian economy and create employment

opportunities.”

TMC established TMMR in May 2005 as
its first vehicle production facility in Russia.
Production began at the end of 2007.
The St. Petersburg plant assembles the Camry
and has an initial annual capacity of 50,000
Vladimir Putin and Katsuaki Watanabe tour St. Petersburg plant vehicles. Investment in the plant totalled
5 billion roubles (approximately €150 million).

Case study

Continued investments

The first Toyota vehicles to be made in Europe were produced under license in Portugal in 1971. But it was
not until 1992 that Toyota began full production of cars and engines in Europe, with afirst plant in the United
Kingdom. That plant was followed by a new Toyota facility in France, which began producing the Yaris in
2001. In 2002, Toyota opened a new plant in Poland to build transmissions, while in the same year, Toyota
Motor Manufacturing Turkey (TMMT) was established in Adapazari as a major strategic manufacturing
centre for Corolla vehicles, which are now exported to European countries and beyond. In 2004, TMMT
started production of the Corolla Verso and later Auris as well.

Toyota’s diesel engine plant in Jelcz-Laskowice, Poland, began operations in 2005, as did the new vehicle
manufacturing plant in Kolin, Czech Republic, which is a joint venture between Toyota Motor Corporation
and PSA Peugeot Citroén. Toyota’s expansion in Europe has continued with the construction of a new
manufacturing plant in Russia in 2007. Toyota also opened a new parts depot in the Czech Republic
(TPCCZ) in 2007 with 50 employees, and expanded its logistics operations in Belgium.

Toyota’s growth in Europe has also extended to the financial services industry. The company’s 14 national
financial services companies employ a total of 750 people, charged with providing high-quality sales finance

to customers seeking to purchase Toyota vehicles.

Toyota also maintains relations with over 250 independent suppliers in Europe. In total, the company spends
around €5.4 billion annually with suppliers in Europe.

13 ¢ ECONOMIC PERFORMANCE - TOYOTA IN THE WORLD AND IN EUROPE



A new parts centre in the Czech Republic

In 2007, Toyota Motor Europe established a new parts
centre in Krupka, Czech Republic. The new facility, which
represents an investment of €13.3 million, seeks to enhance
the delivery of service parts and accessories to some 250
Toyota and Lexus retailers in the Czech Republic and
Eastern Germany. Toyota Parts Centre Czech Republic
(TPCCZ) is TME’'s 14th parts centre, creating 50 new
jobs and contributing an additional 12,000m? in
warehouse space.

The new parts centre in the Czech Republic TME has made a strong effort to minimise the environmental
impact of new constructions. TPCCZ aims to be
ISO 14001-certified in 2008.

Environmental improvements at TPCCZ include:

e Rainwater recuperation: usage for sanitary facilities;

e Three separate light circuits in warehouse to allow adjustments based on available sunlight;

e HVAC: office air-conditioning units equipped with a valve that allows reverse functionality (for heating air
during intermediate seasons); this allows the boailers to be started up later in the autumn and shut down
earlier in the spring;

¢ Night cooling of the warehouse through the ventilation system, combined with high roof-insulation values,

so that no air-conditioning is required; and
e Use of skylights in office area to reduce need for artificial light.

Case study

Expanding logistics in Belgium

TME expanded its logistics warehouse operation in Belgium (TPCE)
in 2007. The investment totalled €20 million. As with its other new
constructions, Toyota made numerous environmental improvements.

Environmental improvements at TPCE include:

e Rainwater recuperation: usage for sanitary facilities;

e Reduction of heat loss at docks: dock levellers outside
building, rapid-closing gates, etc.;

e |imited availability of warm water (only one tap connected to boiler
per sanitary installation);

TPCE’s expanded logistics warehouse in Belgium e Push taps to reduce water use;

* Movement detectors to control lighting for operating system;

* Maximum use of skylights in roofing;

e Change in heating installations (3% savings in gas consumption);

e |nstallation of heat-recovery units;

e Computer system for efficient use of utilities (this will be expanded to the older buildings in 2008);

e Study undertaken to replace all ionic detectors of the oldest part of the building with heat detectors; and

e All existing loading docks of the oldest part of the facilities are under renovation to reduce heat losses.
(All loading docks will be equipped at the same time with a state-of-the-art safety system.)

Case study

For further information on Toyota employment and investment in Europe, please go to www.toyota.eu
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Consolidated financial

results

for Europe

The economic results were influenced mainly by growing concerns over an economic slowdown
in Western Europe, offset by strong growth in Russia. In addition, market conditions continued
to change rapidly, with rising raw material costs, highly volatile foreign-exchange rates, and
increasingly stringent environmental regulations. Toyota sees these challenges as opportunities

Production history in Europe
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Consolidated figures

Consolidated figures 2005 2006 2007 Evolution*
In value Million € Million € Million €

Net revenues 19,764 23,615 24,651 +4.4 %
Operating expenses 19,083 22,699 23,777 +4,7 %
Operating income 681 916 874 -4,5%
Assets 17,908 19,448 19,294 -0,8%
Value of sales 18,897 22,300 23,126 +3,7%

“Because of exchange-rate differences between years, some 2007 results that show an increase in the amount in Japanese yen

may show a decline when translated into euros

to support long-term growth. Net
revenues in Europe (TME and
affiliated companies) increased
by 4.4%, to €24.6 billionin FY2007
compared with FY2006, while
operating income decreased by
4.5%, to €874 million in FY2007
compared with FY2006.

Since its start of operations
in Europe in 1963, Toyota has
sold over 17 million vehicles in
Europe.

In FY2007, Toyota built 814,093
vehicles, 1,396,106 engines and
transmissions. By the end of
2007, Toyota had 8 manufacturing
plants in 6 countries.

In 2007, Toyota’s market share
was b5.6%. Its operations in
Russia showed a growth of over
50% in 2007 compared to 2006,
making it the biggest market for
Toyota Motor Europe.

Vehicle sales and market share in Europe
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Introduction

H Ig h | Ig htS Environmental issues — especially climate change — represent a major challenge for
society and the automotive industry. Toyota is actively involved in the discussion on

CO2 emissions and presents its position in this section of the report. Toyota’s response to this challenge is

integrated and holistic. It covers the complete life cycle of all Toyota products and is built into all processes.

Toyota’s approach can be divided into four main areas for improvement:

e Sustainable Mobility — with the design and development of “greener, cleaner” technologies and vehicles,
such as the new iQ;

e Sustainable Plants — all Toyota production sites achieved their original 2010 environmental targets three years
ahead of schedule; Toyota has also announced plans for two Sustainable Plants, TMUK and TMMF;

e Sustainable Logistics — Toyota reduced absolute CO2 emissions across its vehicle logistics network in
2007 despite higher distribution volumes; and

e Sustainable Retailers — TME is introducing the concept of Sustainable Retailers to help Toyota retailers
achieve industry-leading environmental performance.

To address biofuels issues, Toyota has invited Julia Marton-Leféevre, Director General of the International

Union for Conservation of Nature (IUCN), to share her views on biofuels.

product Des;
& Developme"'t’

. e Treatment of ELVs

. e Collection network

: e Providing information
 Design for recycling

e ife cycle assessment / Eco-VAS
® CO2 & other emissions

* Powertrain technologies

* Next generation technologies

* Energy usage

* Water usage

e \/olatile Organic Compounds (VOCs)
* Reducing waste

Graham Smith : * Reducing environmental risk
Senior Vice-President . e Environmental awareness

External and Environmental © *Surveys

Affairs, TME : e Incentives ® CO2 from transport

* Hazardous materials
¢ Use of resources
* Reduction of waste

1 * “Greening” the supply chain
T Retailer/repairer compliance

This chapter will look at the key areas in the Five-Year Environmental Action Plan that have been
identified as strategically important. These areas are:

Energy is an essential resource for economic and social development. The World Business
Council for Sustainable Development (WBCSD) estimates that the demand for energy could
double or triple in the coming decades. Efforts must be made to ensure that energy is used
more efficiently, and that alternatives to fossil fuels are developed for transport.

Burning fossil fuels causes CO2 emissions, which contribute to global warming. Exploring
new energy options for the transport sector is therefore essential for the reduction of emissions.
Electricity and hydrogen, for example, are among the alternative energy carriers for sustainable
mobility that Toyota is actively investigating.

Improving the efficient use and recycling of resources is in the interest of the company because it
reduces costs and it preserves resources for future generations. For example, less than 3% of the
world’s water is fresh. In 60% of European cities with more than 100,000 inhabitants, groundwater
is being used at a faster rate than it can be replenished, according to the WBCSD. Efficient use
of water and other resources is a key element of the Toyota Production System.

Eliminating Substances of Concern (SOCs), such as lead or cadmium, is another extremely
important priority for Toyota.

Another key objective is to cut exhaust emissions to improve atmospheric quality.

Managing these issues effectively requires a powerful Environmental Management System
(EMS). Toyota’s EMS benefits from the inherent efficiencies of the Toyota Production System and the
commitment to continuous improvement formalised in Toyota’s value system, the Toyota Way.
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Toyota’s Vision 2020 is to “open the frontiers Design plays a central role in the Toyota philosophy. Toyota
of tomorrow” through the creative energy designers put customers first by listening to their needs

: of people and leading-edge technologies.

and adapting design to meet the specific needs of specific
customers in specific markets. This translates into the

- This ambition starts with Toyota’'s research  objective: the right car at the right place and at the right time.
: and development teams, who continuously

seek 0 improve Safety’ environmental and to drive, but also to achieve the environmental and social
driving performance across  the  whole  goals of sustainable mobility. This means designing vehicles
: vehicle range.

. Kazuhiko Miyadera
. Senior Vice-President
- R&D and Manufacturing
. Company, TME

Toyota designs its cars not just to be safe and a pleasure

that are respectful of nature and society when they are built,

when they are driven, and when they are finally recovered
and recycled at the end of their useful lives. Every stage of the vehicle’s life is designed with
sustainability in mind.

Toyota has long been committed to sustainable mobility. Toyota has teams of designers on three
continents, part of whose job is to examine the way people live, the values they embrace, and their
ambitions and concerns for the future. In this way, Toyota seeks to design automobiles that not
only meet its customers’ needs but that add value to their lives, both for today and for tomorrow.

Design for Europe

To better satisfy the needs of its customers in Europe, Toyota has invested so far almost
€7 billion in its European operations. In 2000, Toyota established the European Design and
Development Centre (ED?) in southern France. Since its launch, the centre’s efforts have proven
highly successful. The Toyota Avensis was crafted by the ED2 team, and became the first
European designed Toyota to be exported to Japan. The Auris, launched in 2007, and the new
iQ have also been designed by the ED? team.

On the road to the

. The ultimate Eco-Car ultimate “Eco-Car”

As part of its “Today for Tomorrow”
approach, Toyota continues to

Ultimate Eco-Car pursue a wide range of promising

new engine technologies. Each

r 1

‘ Energy diversity ‘ ‘ CO2 reduction ‘ ’ Air quality ‘ represents another step towards
f T T K Toyota’s strategic goal of the

ultimate Eco-Car, which would

Hybrid Technology generate zero exhaust emissions

and be fully recoverable. Thanks

to its commitment to continuous
: Gasollne Gaseous Blofuels Synthetlc Hydrogen Electn0|ty improvement, Toyota is making
: Diesel fuels fuels '

: steady progress towards

The right car

The right place The right time achieving this ambitious goal.

18 o

With its pioneering hybrid
vehicle technology, Toyota has
established a solid platform for developing “cleaner, greener” vehicles. No single energy
source available today offers a perfect solution; each has advantages and limitations.
But problems such as climate change, air quality and rising demand for energy will not
wait for the ideal solution to be brought to market. By combining two complementary drive
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systems and using each for its strengths, Toyota’s hybrid technologies can already today significantly
enhance fuel efficiency and reduce the environmental impact of vehicles. As it works steadily to improve
these technologies, Toyota believes that hybrid solutions will continue to offer the best promise for improving
the environmental performance of vehicles in the short and medium term.

Vehicle development: Eco-VAS

Toyota Motor Corporation’s R&D facilities obtained ISO 14001 environmental management certification in
1998. Since then, the company has been constantly monitoring its progress towards achieving environmental
impact reduction targets. One way it does this is through the Eco-Vehicle Assessment System (Eco-VAS),
which has become an important environmental management tool for Toyota.

With Eco-VAS, the project leader responsible for a particular vehicle sets environmental impact reduction
targets for that vehicle, right from the very first stages of design. Assessment of environmental impact is
carried out over a wide range of areas, including fuel efficiency, emissions and noise during vehicle use,
the recoverability rate, the reduction of substances of environmental concern, and air emissions throughout
the entire life cycle of the vehicle from production to disposal. Target achievement is continuously tracked
throughout the development process by the project leader and other responsible parties.

Through these processes, necessary measures to reduce the environmental impact of each vehicle can be
integrated from the earliest to the final stages of development, not only to ensure target achievement but
also to raise a vehicle’s overall environmental performance. To date, Eco-VAS has been carried out on the
Prius, Yaris, RAV4, Corolla and Auris.

Design for recycling

Toyota focuses on recycling at each stage of the vehicle’s
life. Toyota Recycle Vision sets specific targets for
improving vehicle recovery rates, increasing the use of
recyclable resources, recycled materials and used parts,
and reducing substances of environmental concern.
An improved Toyota Super Olefin Polymer (TSOP) is
now widely used across the Toyota model range, greatly
improving the recyclability of Toyota vehicles. The figure
shows how TSOP has helped make the Toyota Auris
more recyclable.

Toyota Super Olefin Polymer (TSOP) CO2 emissions — voluntary commitment
2009

Over 10 years ago the European Commission developed a
strategy to reduce COz2 emissions from passenger cars and improve fuel economy. In 1998 it signed voluntary
commitments with the European Automobile Manufacturers’ Association (ACEA), the Korean Automobile
Manufacturers’ Association (KAMA), and the Japanese Automobile Manufacturers’ Association (JAMA).
Toyota Motor Europe’s parent company, Toyota Motor Corporation, is a member of JAMA and that is why TME
is making every effort to help JAMA meset its voluntary commitment: to achieve fleet average CO2 emissions
of 140 g/km by 2009 across all new cars sold in Europe.

ACEA has committed to achieve the same results by 2008. Although TME became a member of ACEA as of
January 2008, Toyota remains party to JAMA's voluntary CO2 commitment.

The latest figures officially confirmed by the European Commission indicated that JAMA members had an
average of 170 g/km of CO2in 2004. TME aims to make a significant contribution to JAMA's achievement in
2009. Many versions of four of Toyota’s most popular models — AYGO, Yaris, Auris, and Prius — already have
emission levels far below 140 g/km of COz2. In 2007, almost 30% of total Toyota sales in Europe was comprised
of cars with CO2 emissions of less than 140 g/km. Further details of the CO2 performance of Toyota cars may
be found in Toyota’s Environmental Vehicle Impact Data, which can be accessed via the web at
www.toyota-europe.com



In 2007, the European Commission proposed legislation to reduce CO2 emissions from automobiles to an
average of 120 g/km. Whilst supporting both the principle of the legislation and the overall political objective,
TME has raised the following points in discussion with the European institutions:

* Timing: Major changes in car design take place every four to seven years. This means that cars scheduled
to be sold in 2012 have already been designed. Toyota therefore favours phasing in application of the
legislation by share of cars covered starting in 2012 and covering 100% of the sales by 2015.

* Parametre: The criterion by which CO2 emissions performance is measured is the so-called utility parametre.
Since there is a connection between vehicle mass and CO2 emissions, Toyota believes that “vehicle mass”
should be used as the utility parametre. This, in Toyota’s view, will encourage early market introduction
of lighter and more environmentally sensitive cars.

¢ Penalties: Toyotarecognises that penalties may be levied if car makers fail to meet specific emissions targets.
These penalties should be fair, realistic and comparable to those of other industrial sectors.

* Eco-innovations: The legislative proposal plans to award credits for five “complementary measures”
recognised as contributing positively to CO2 emissions reduction. In addition to these five “complementary
measures” listed, Toyota is urging that other eco-innovative technologies be recognised and that car

makers should be encouraged

to introduce them quickly by a

Progress towards low exhaust emissions credit-awarding scheme, assessed
Development of emission standards in Europe, Japan and the USA and certified by a Europe-wide
S PM (g/km) monitoring or approval process.

© 0.06

132%73.8250200) Other exhaust

US Tier-2 Bin5 (2007) emissions
0.03/0.006

The EU has also issued a series

US Tier-2 Bin8 (2007) . . L -
0.0875/0.0125 of directives on emission limits for

oapan (200s) both petrol and diesel vehicles.
The Euro 3 directive applied
to new passenger vehicles

Toyota D-CAT sold after 1/1/2000; the Euro 4

directive applies to new vehicles
as of 1/1/2005. New emissions

NOx (g/km) X
requirements have also been set

Euro 3 Gasoline (2000)"
0.15

Euro 4 Gasoline (2005)"
0.08

Japan (2005)

for Euro 5 and Euro 6, applying to
new vehicles as of 1/9/2009 and
1/9/2014, respectively. Toyota is

: Diesel Euro 3 Euro 4 Euro 5 Euro 6 responding to society’s demands
© Date (2000) (2005) (2009) (2014) for cleaner emissions by achieving
: steady  reductions  through
©PM (g/km) 0.50 0.25 0.18 0.08 ' -

: engine combustion improvement
© NOx (grkm) 0.05 0.025 0.005 0.005 and after-treatments. Toyota’s

Engineering Division, both in

(1) No regulation on PM

Japan and in Europe (Brussels,
Belgium), continuously works to

ensure that Toyota vehicles not
only meet but surpass the new
regulations in application in Europe. For example, the Toyota Diesel Clean Advanced Technology (D-CAT)
system has been developed to go well beyond the Euro 4 standard values for NOx and particulate emissions.

Toyota’s strategy

Toyota’s R&D strategy for improving its COz2 performances and to reduce still further other emissions is based on:

¢ Introduction of cars that are more fuel-efficient, including smaller petrol vehicles, optimised diesel vehicles
and an extended range of hybrid drive vehicles; and

¢ Further improvements such as using lighter-weight materials, reducing rolling resistance, improving
aerodynamics and transmission optimisation.

Powertrain technologies

Over the course of a vehicle’s life cycle, it is the actual driving of cars that clearly generates the largest portion of
greenhouse gases (GHGs). That is why finding ways to minimise fuel consumption and reduce exhaust emissions
(both GHGs and other emissions) such as PM and NOx is one of the main priorities of Toyota’s designers.
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The Toyota iQ represents an ingenious new mode of transportation for
cities. Thanks to its innovative design, the iQ measures less than three
- metres in length yet has a flexible and spacious interior that allows
up to three adults, plus a child or luggage, to travel comfortably and
without compromising safety.

With the iQ, designers adopted a whole new mindset, rethinking
the location of various vehicle components. The result is a true
breakthrough in “small yet spacious” car design. The new Toyota
iQ measures 2,985 mm in length, 1,680 mm in width and 1,500
mm in height, but the car’s ingenuity lies in its comparatively lengthy
wheelbase of 2,000 mm.

The Qs interior is therefore surprisingly spacious. Six
Toyota iQ is small but surprisingly spacious interdependent engineering innovations — like a new differential, flat
under-floor fuel tank, a smaller heater/air conditioning unit, an
asymmetric dashboard, a centre take-off steering gear, and slim seat design — make this possible. Viewed

together, these innovations represent a major milestone in Toyota’s vehicle development.

The iQ is currently scheduled to go into production by the end of 2008.

Case study

Petrol

To continuously reduce emissions from all models, Toyota has introduced advanced petrol engines with
variable valve timing for all of the company’s core models. The latest example is the Toyota iQ, which has
an innovative design that combines efficient powertrain technology with CO2 emissions of less than
100 g/km.

Diesel

Diesel engines are usually more energy-efficient than petrol engines and therefore have lower fuel
consumption and emit less CO2 per kilometre. Their principle drawback, however, is higher emissions
of Nitrogen Oxides (NOx) and Particulate Matter (PM).

Given the popularity of diesel engines in Europe, Toyota set itself the task of developing the cleanest
possible diesel technology. Today, the company’s common rail diesel engines (D-4D) are amongst the
cleanest on the market.

By September 2009, Toyota plans to offer Diesel Particular Filter/D-CAT on all new diesel models. By the
end of 2010, all new Toyota cars in the EU will be equipped with these technologies.

Toyota Hybrid Synergy Drive and Lexus Hybrid Drive

Toyota’s Prius, the world’s first mass-produced hybrid vehicle, came out of the company’s early conviction
that hybrid would become a mainstream technology. The public’s readiness to embrace this new technology
has now been amply demonstrated. By March 2008, Toyota had sold around 1.5 million Toyota and Lexus
hybrid vehicles worldwide (with 10% of those coming from Europe).

Hybrid technology is the most promising solution currently available on the market for realising supreme
environmental and driving performance. A hybrid system combines the power of a conventional engine
with the efficiency of an electric motor, keeping the performance benefits of petrol, while enjoying the
environmental advantages of clean, electric power. In the field of electric vehicles, using a battery and a
motor for their power source, Toyota has amassed an array of technologies, such as high-performance
batteries, high-output compact motors, motor controls and regenerative brakes. With further improvements



to electric vehicle technology, combined with hybrid control technology, a number of revolutionary petrol
hybrid vehicles have been launched. The pioneering model was the Toyota Prius, joined now by the Lexus
RX400h, GS450h and most recently the LS600h.

Plug-in Hybrid Vehicle (PHV)

Plug-in Hybrid Vehicle (PHV)

The Toyota Plug-in Hybrid Vehicle (PHV) uses
Toyota’s proven hybrid technology but with
the added benefit that the vehicle’s batteries
can be charged in two ways: either whilst the
vehicle is being driven (through the recuperation
of energy when the vehicle is slowing down
and braking) or by using a standard electrical
plug to connect the vehicle to an electric
supply source (at home, work or at a public
charging station).

PHVs can be driven in electric mode for short
distances, and switch to the combined petrol
and electric mode (hybrid) for longer distances,
resulting in significant reductions to COz2

emissions through greater fuel efficiency.

PHVs also respond to the need for energy diversification, allowing vehicles to be powered by electricity
generated by wind or solar power, for example. The ability to charge the vehicle overnight, when electricity
rates are cheaper, also offers cost savings to the consumer.

Plug-in Hybrid Vehicles are currently being road-tested in the United States and Japan, as well as in Europe
since 2007 in partnership with the French energy supplier EDF. The success of this pilot has contributed
to Toyota’s decision to bring lithium-ion battery-equipped PHVs to fleet customers in Europe by 2010.

Fuel Cell technologies

In September 2007, an improved version of the Toyota Fuel Cell Hybrid Vehicle (FCHV) successfully completed
a long-distance road test in Japan, travelling from Osaka to Tokyo on a single fuelling of hydrogen. The entire
trip covered approximately 560 km and was completed with the air conditioner operating.

The Toyota FCHV used in the trip is 25% more fuel-efficient than earlier versions, due to improvements in the
TMC-developed, high-performance Toyota FC Stack and to improvements in the control system for managing
fuel cell output and battery charging and discharging. It also features TMC-developed, high-pressure
hydrogen tanks capable of storing approximately twice the amount of hydrogen as the Toyota FCHV’s previous
tanks. These improvements made it possible to achieve a single-fueling cruising distance of approximately
780 km in the latest tests.

Toyota also confirmed excellent start-up and operation of the Toyota FCHV at temperatures as low as
-30°C. This represents significant progress in sub-zero engine starting, a major issue for practical use of fuel
cell vehicles.

While certain technical and other issues still must be resolved before fuel cell vehicles can be made available for
widespread use, Toyota is confident that hydrogen will play a key role in sustainable mobility in the future.

Biofuels

As part of the Toyota strategy to achieve sustainable mobility, Toyota believes that biofuels can, under
certain conditions, provide a sustainable and lower-carbon alternative to petroleum fuels. It therefore
supports biofuel blending in petrol and diesel, so long as the biofuel in question fulfils certain criteria to
prevent negative impact on the environment or on society. For more details on Toyota and biofuels, please
refer to page 48.
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Didier Leroy
Executive Vice-President, TME
Managing Officer, TMC

Toyota seeks to extend its vision of sustainable development
to allits manufacturing operations in Europe. Efforts to make
its plants more sustainable are already paying off: since
2001 Toyota has reduced the average energy consumption
per vehicle manufactured in Europe by 44%.

Toyota continued to improve the environmental

performance of all its plants in 2007. Since January 2007,

all European plants have achieved zero-waste-to-landfill.
Toyota is also leading the European auto industry in terms of lowest energy consumption per
vehicle produced, at 1,356 kWh per vehicle (internal study). Toyota’s European Manufacturing
Companies (EMCs) have already achieved their 2010 targets three years ahead of schedule,
allowing even more ambitious targets to be set for the future. In line with the Sustainable Plant
concept of Toyota Motor Corporation (TMC), Toyota Motor Europe (TME) plans to turn its plants in
the United Kingdom and France into industry models for sustainable production.

In FY2007, the production volume of Toyota’s EMCs continued to grow for the 15th successive
year — achieving a record consolidated production volume of 814,093 vehicles for the year,
up 0.8% from a year earlier. Combined production volumes of engines and transmissions
rose 1.7% to 1,396,106 units. (Toyota Motor Manufacturing Russia (TMMR), the new plant in
St. Petersburg, Russia, began initial production towards the end of FY2007 but has not been
consolidated in TME figures in this report.)

Despite the higher production, Toyota continued to demonstrate environmental leadership,
notably by significantly reducing emissions of Volatile Organic Compounds (VOC) and
water usage.

To further demonstrate environmental leadership, TME announced that two EMCs, Toyota
Motor Manufacturing UK (TMUK) and Toyota Motor Manufacturing France (TMMF), will become
sustainable plants and serve as industry-leading prototypes for sustainable production.

TMUK'’s Burnaston and Deeside facilities were chosen to show that even older-generation
facilities can achieve the performance of the newer generation of “lean, green and clean” plants,
such as TMMF. The French plant, meanwhile, will continue to apply Toyota’s commitment
to kaizen (continuous improvement) in order to break new ground and further enhance the
environmental performance of the latest-generation facilities. TME Production Engineering (PE)
and TMC will support efforts to develop new technologies and applications and help foster
continuous improvement at each plant.

While the winter of FY2007 was 11% colder then the previous year (www.degreedays.net),
and engine and transmission production increased by nearly 2%, Toyota EMCs were able to
contain energy usage to a 1.8% increase in kWh/vehicle, thereby remaining 3% below the original
2010 target.

EMCs continued a strong focus on climate change and energy kaizen through the FY2007 Green
Month Campaign. This approach again created extensive employee involvement in identifying
and solving both small and larger problems where energy was being used inefficiently.



Energy usage
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Revised FY2010 target = 1375 kWh/vehicle (including new manufacturing plant TMMR)

Consolidated data

Fiscal year 2001 2002 2003 2004 2005 2006 2007* Re;ios%i
target

Number of 4 5 5 5 5 7 7 8

plants included

Data 2,424 1,949 1,697 1,560 1,536 1,332 1,356 1,375

(kWh/vehicle)

* *Increase of FY2007 result compared to FY2006 result due to increase of engine and transmission production volume and colder winter

Best practice energy: Toyota Motor Manufacturing Turkey
(TMMT) - air leakage reduction

An air leakage reduction campaign was carried out at TMMT applying two approaches.

First, “a compressed air leakage” reporting document was created. This allows employees on the floor to
easily and quickly report possible and occuring compressed air leakages. This action resulted in a saving
of compressed air of 0.5 m3/vehicle.

Second, special equipment (ultrasonic measuring equipment) was bought to identify air leakages.

The measuring activity was performed during three different shifts: 359 leakages were found. After repair,
a saving of 8.2 mé/vehicle compressed air was gained. This equals approximately
13% of the total air consumption.

Case study

TMUK EU ETS Continued global debate on climate change has
tonnes CO2 encouraged TME to increase its focus on greenhouse gas
16.000 TMUK forecast 15,046 tonnes cO. . (GHG) emissions. A comprehensive data management

system has been set up to gather data on GHG emissions at
each manufacturing plant. On the basis of this data, starting
from FY2008, Toyota has established new COz2 targets for
8,788 each facility resulting in a consolidated FY2010 target of 425
kg/vehicle. This tool will further support energy reduction
and also help focus on CO2 conversion efficiencies within
the energy supply chain.

14,000 Allowance for TMUK 13,312 tonnes CO2

TMUK saved 9,992 tonnes CO2

Actual yearly emissions of TMUK

For direct CO2 emissions, TMUK successfully completed
the first phase of the European Union’s Emissions Trading
0 2005 2006 2007 Scheme (EUETS), withits eligible plant saving 9,992 tonnes
of CO2, or approximately one quarter of its allowance of
39,936 tonnes of COz2. This result was all the more remarkable given that the allowance was originally forecast
to be 15% lower than TMUK required, when taking into account production expansions between CY2005

and CY2007. TMUK remains TME'’s only company affected by EU ETS during Phase Il (2008 — 2012).
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Generation of landfill waste
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During FY2007, all EMCs achieved absolute
zero-waste-to-landfill — a unique achievement
within the European automotive industry.
TMMF has gone a step further, achieving
100% valorisation of waste through reuse,
_ 5;12?((;\::;1?;2 recycling or conversion into energy.
0 2001 2002 2003 2004 2005 2006 2007 2010
: TME established new KPI: Waste disposed of cost Since achieving zero-waste-to-landfill, TME
: Consolidated data has developed a new Key Performance
Fiscalyear 2001 2002 2003 2004 2005 2006 2007 Indicator (KPI): *waste disposed of at cost™”
Number of 2 5 5 5 5 7 7 and targets have been set for this new KPI.
plants included This KP!I will help drive waste up through the
Data (kg/vehicle) 812 2.81 243 282 3.72 009 005 waste hierarchy and will further reduce Toyota’s
At the end of FY2007 all EMCs reached zero-waste-to-landfill on a monthly basis environmental impact.
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New FY2010 target = 24 kg/vehicle (including new plant TMMR)
Consolidated data
Fiscal year 2001 2002 2003 2004 2005 2006 2007 Revised
ta2t%1eqc
Number of plants 4 5 5 5 5 7 7 8
included
Data (kg/vehicle) 314 26.9 26.1 24.8 27.7 32.6 29.2 24.0

(1) Excludes scrap steel and project waste at all plants and recycled waste for which revenue or no revenue was gained.

target achieved
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M Valorisation [ Incineration

Best practice waste: TMMF - 100% waste valorisation

Following completion of a three-year action plan, TMMF has achieved its target to recover and recycle
100% of the waste products emanating from its industrial and housekeeping processes. Having already

achieved zero waste to landfill since the site opened in 2001 and a
50% reduction in the total amount of waste generated, TMMF has
reached new pinnacles by achieving zero incinerated waste.

Today, the manufacture of a Yaris produces 9.5 kg of waste. More than
4 kg of this is directly recyclable (cardboard, metal, oil solvents, etc.).
The remaining 5.5 kg of waste is used as substitute fuel (instead of oil,
for example) for industrial processes. This compares with 2005, when
2.5 kg of the 15 kg of waste produced per vehicle was incinerated.

“The Toyota Valenciennes plant is one of the first automotive production
sites in the world to achieve this result which, just a few years ago,
seemed impossible. Once again, Toyota is demonstrating that nothing
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TME supplier audits for Substances of Concern

To ensure full compliance with the ELV Directive on the removal of four substances of concern, a 100%
supplied parts audit has been conducted at all of the Toyota manufacturing plants. The activity resulted in
greater partnerships with the company’s business partners, increased management control and improved
awareness about the ELV Directive among suppliers.

TME supplier audits

Comply with ELV directive 2006 : 2007 + 2008 - 2009 : 2010 - 2011

Elimination of four heavy metals
(Lead, mercury, cadmium and hexavalent chromium)

Lead — Elastomers and initiators

Brake linings, valve seats

Aluminium for machining
and bearing shells and bushes

|l

Solder for electric parts . - |

Cadmium — Thick film use

Optical compounds

Hexavalent chromium — Corrosion preventive coatings

I

M Completed M Planned

International Material Data System (IMDS)

To manage Substances of Concern, suppliers are required to enter material data about their procured
parts and components, including the volume of certain substances that they contain, into the International
Material Data System.

e Toyota uses IMDS to ensure compliance with the End-of-Life and Type Approval directives.

e Starting October 2008, new Toyota models must comply with the “3R” requirement for Type Approval
(85% Reusable and/or Recyclable and 95% Reusable and/or Recoverable).

e The data is important for innovation in the development of vehicles with improved environmental
performance.

Timetable of activities for IMDS collection

Material and data collection through 2003 : 2004 : 2005 : 2006 : 2007 : 2008 : 2009 : 2010
IMDS : : : : : : :
Avensis, Corolla | :

Corolla Verso I :

Yaris .  re—

Auris . e ——

Future models .

M Completed M Planned On-going

REACH (Registration, Evaluation, Authorisation of Chemicals)
Toyota management stressed the importance of REACH (please see page 47) to all its business partners
during the 2008 Annual Business Meeting.

Toyota Motor Europe’s Purchasing and Environmental Divisions held a REACH awareness meeting in June
2008 for its suppliers of parts, components and raw materials. A total of 150 suppliers attended the event.

The main purpose of the event was to increase suppliers’ awareness of REACH to ensure that
the whole supply chain understands the duties and responsibilities involved under the new EU
regulation, harmonise the procedures to be followed by Toyota and its suppliers, and minimise the risk
of non-compliance.
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PFOS (Perfluoro Octane Sulfonates)

e September 2007: The Purchasing Division requested all suppliers to formally confirm and declare full
compliance with 2006/122/EC (76/769EEC Rev 30th), also known as the PFOS regulation.

e April 2008: Achieved 100% declaration from all suppliers.

* Toyota target achieved: Suppliers in full compliance three months before regulation deadline
of June 2008.

Encouraging business partners to act in a socially

responsible manner

Toyota requires all goods or services supplied to the company to be in compliance with all regulations or
standards applicable in the destination countries. This requirement pertains to the manufacture, labelling,
transportation, importation, exportation, licensing, approval or certification of goods and services.
It covers environmental matters, wages, working hours, conditions of employment, subcontractor
selection, forced and child labour, discrimination, occupational health and safety, and motor
vehicle safety.

In addition, Toyota’s Purchasing Division has taken a series of actions to include the

Toyota worldwide commitment to sustainable development into Toyota’s network

of suppliers. In 2007, TME launched an online CSR survey requiring all suppliers

Contribution towards to verify information on the status of their adherence to environmental and social

Sustainable DE\"E'UI:IIT'IEI'IT. standards applicable to Toyota’s supply chain.

® 2006: The Purchasing Division issues to all suppliers its guidelines implementing

the Toyota policy statement: “Contribution towards Sustainable Development”.

2007: TME launches the online CSR survey requiring all suppliers to verify

information on the status of their adherence to environmental social and

ethical standards applicable to Toyota’s supply chain.

e 2008:Inline with TMC’s 2008 Purchasing Policy, Toyota reaffirmsits commitment
to contributing to sustainable development and strongly urges its business
partners to provide their full cooperation and to take CSR seriously. Toyota is
channelling its CSR communications to its Tier 1 suppliers by requiring them
to commit, apply and pass along Toyota’s CSR values to all sub-suppliers.

The following specific requests have also been given to suppliers:

* To respect the spirit of the laws and regulations and to comply with all regulations
TOYOTA MOTOR CORPORATION in application in the countries in which Toyota operates; and

e To improve and enforce their own internal organisations to promote Corporate

“Contribution towards Sustainable Development” policy Social Responsibility.

Summary

Toyota Motor Europe Purchasing Parts & Materials expenditure represents approximately 70% of the
manufacturing cost of a vehicle. Therefore, the success of TME’s Purchasing and the capability of its
suppliers have a direct impact on Toyota’s success. Within the Toyota Production System, two key principles
that are fundamental to this success are quality and just-in-time supply. This requires vigilant control of all
elements along the supply chain, both within Toyota and throughout its network of trusted suppliers.

This is why Toyota places such a premium on maintaining stable, long-term relationships on both commercial
and CSR levels with all of its business partners.
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Engagement towards
‘the community

: Toyota’s ambition is to be a good citizen at Working together
a |OC8.| |eve|_ |t iS at |OC8.| |eve| that we a” |iV€ Toyota Motor Corporation’s founding principles clearly

. and work as members of the community.

state that part of its mission is to be of service to society.
Throughout the company’s history, producing affordable

- And it is at local level that we can have cars that give people freedom of mobility has been one
the blggest pOSitiVG impact on peOp|e’S way to do this. Providing employment has been another.

Today, designing innovative solutions for sustainable

everyday ||VeS. Many Companles asplre to mobility is yet another way that Toyota can fulfil its mission
: be among the most admired in the world.  asaresponsible automaker in the service of society.

: We want to achieve this by first being the
: most admired in town.

+ Shunichi Kimura
. Director, Corporate Planning
. Office and CSR, TME

Beyond this, Toyota also strives to honour its commitment
to the broader community in which it operates, whether at
the local, regional, national or international level. In Europe,
Toyota aims to contribute to local communities in partnership with stakeholders such as
national and international NGOs, international associations and federations, public authorities
at all levels and educational institutions. This approach allows Toyota Motor Europe and its
affiliated companies and employees to work more closely with members of the community and
better understand their needs and expectations.

By collaborating with stakeholders on projects that benefit society, TME seeks to leverage its
knowledge and networks where these can have the greatest positive impact. This has led to
local and pan-European initiatives in areas such as road safety and environmentally responsible
driving behaviour. In these and other areas, Toyota seeks to work with the community as
a strong, collaborative force for the public good.

Activity structure

Toyota strongly encourages all of its affiliated companies to actively contribute to and engage
with their local communities. In order for each company to more closely tailor their responses
to the needs of their local communities, Toyota has established a decentralised budget and
decision-making process.

At the same time, Toyota also seeks to

. Consolidated overview of TME Social ensure the overall consistency and unity of
. Contributions its activities in these areas. This is one of the
ilion & reasons behind the creation of the Toyota
: Fund for Europe (TFE). The TFfE works in
16 P =8 close collaboration with Toyota’s subsidiaries
12 /43%/ and helps ensure that their contributions are
5 32% . ' consistent with the company’s overall values
g 16% and priorities (see pages 6 to 9).

4

04% 2004 2005 2006 2007 As stated in its three-year CSR plan,
5 revised figure Toyota further standardised its system of
il Environment il Non-strategic Social Contributions in 2007, focussing on
: - . involving all affiliates in social contribution
. Il Road safety Technical education . .

: programmes, stimulating the development
. B T-TEP @ % Strategic focus

of policies for social contributions in the

affiliates and increasing the strategic focus
of contributions.
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While recognizing and respecting specific local needs, Toyota in Europe has identified the following three
areas for special attention:

e Environment;

¢ Road safety; and

e Technical education.

In line with its 2010 targets, Toyota is working on three major objectives.

1. The first objective is to increase Toyota’s efforts on the three areas of special focus: the environment, road
safety and technical education. Including subsidiaries and TFfE, Toyota Europe had set a 2010 social
contributions target of at least 50% in strategic priority areas. Toyota already achieved 60% in 2007.

2.The second objective is to continue to support subsidiaries in their social contribution policies by clarifying
priorities and processes and improving transparency towards external stakeholders. In FY2007, the
percentage of subsidiaries with a social contribution policy increased to 82%, up from 53%, the previous
year. The goal is for all subsidiaries to have established a robust social contribution policy by the end
of FY2008.

3. The third objective was to invest 1% of operating income back into the communities in which Toyota
operates. The total amount of social contributions in Europe in FY2007 reached 10.4 million, not including
employees’ involvement and time, or other in-kind donations. That amount is equivalent to 1.19% of
operating income — exceeding Toyota’s target of 1%.

Part of Toyota’s long-term CSR planning is to increase visibility of social contribution activities. In 2007,
Toyota focussed on developing good practice examples into pan-European projects to achieve maximum
momentum and visibility in society.

Toyota Fund for Europe (TFfE)

The TFE is governed by a Board composed of 10 members from senior management and representatives
from the subsidiaries. The Board meets twice a year to define the overall social contributions strategy
of both TFHE and Toyota Europe as a whole. Its role is to:

¢ |dentify, select and fund appropriate projects for TFfE;

* Review, follow-up and evaluate the projects funded; and

e Support Toyota subsidiaries’ project development and strategy setting.

Toyota Fund for Europe (TFfE): Selection of projects for funding

(1) Call for projects (2) Submission of applications (3) Rating
by CSR by NGO, EMC, NMSC by CSR (Criteria)
. Project title Visibility Pan- Focus Toyota Hands-on Teamwork TOTAL .
1 European involvement : :
i Red Cross 2 2 2 2 1 1 10 eeeens :
i+ (road safety .
¢« campaign)

...................................................................................

Example of selection criteria with maximum score

(6) Evaluation (5) Running of the project (4) Selection

by CSR by TFfE Board

TFE spending by category
In recent years, the TFE has paid increasing attention to projects that

Technical Road are organised by or in partnership with international NGOs, that involve
ggucation sa1fzg)/ Toyota in the project planning and implementation, and that have
0 (o]

practical and pragmatic actions on top of the three areas of strategic
focus.

€1.5
million
According to those priorities, the TFfE Board in 2007 committed to
support a total of 24 projects. Toyota subsidiaries and/or their retailers
have been involved in all of the projects. Total spending for the TFfE
in 2007 totalled over €1.5 million.

Environment
7%
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The THE seeks to establish long-term partnerships with the aim of ensuring long-lasting effect. Many of the
supported projects in 2007 are in fact being implemented in collaboration with existing NGO partners. For an
example of a long-term partnership with an environmental NGO, please see a case study of the Schools for
Sustainable Development on this page.

Challenges

As Toyota’s business operations expand rapidly in Europe, involving more countries and subsidiaries, Toyota
faces challenges to keep focus and unity in Toyota’s activities, as well as to maintain strong engagement
among Toyota members, from manufacturing plants to retailers.

Toyota plans in 2008 to develop initiatives to help retailers become more engaged in the affairs of local
communities and to respond better to their immediate needs and expectations.

To improve transparency and accessibility to information regarding Toyota’s activities and to increase
its interaction with all stakeholder groups, Toyota is planning to launch a new website in 2008.

Environment: Toyota forest in Bulgaria

In 2001 a strong storm destroyed two parcels of spruce forest in the territory of Vitosha
Nature Park, situated near Sofia, the capital of Bulgaria. The disaster damaged the
forest ecosystems and resulted in a mass dissemination of bark beetle that caused the
death of more than 600 hectares of old growth spruce forests. In response, the Vitosha
Initiative Group was formally established in 2007. Toyota Balkans was one of the first
companies to support the initiative and in the spring of 2007 “adopted” an initial forest
parcelof 1.6 hectares, providing financial and human resources for the reforestation and
care for the newly planted forest. As the campaign grew in popularity, Toyota Bulgaria
initiated a projectin 2007 aimed at developing a Toyota Green Zone. They planted nearly

Replanting a spruce sapling in Vitosha Nature Park 10,000 trees on a territory of 2.5 hectares, constructed a new tourist infrastructure,
and produced information materials about the problem of the spruce forests and
the need of forest protection. Toyota employees took an active part in the implementation of this project
by volunteering in several tree-planting events. More activities are planned for 2008.

2 3 For more information visit www.vitoshagroup.org or www.toyota.bgl

Environment: Schools for Sustainable Development in UK,
Czech Republic and Poland

The Schools for Sustainable Development (SSD) programme is a
joint development by Groundwork UK, Environmental Partnership
Czech Republic and Poland, and Toyota. First launched in 2004, the
programme aims to promote Education for Sustainable Development
(ESD) at schools and local community environmental actions.
The programme provides funding and technical support to help
people change their environment for the better. Apart from financial
assistance, participating schools and communities receive technical
and organisational support for the planning and implementation of
The Schools for Sustainable Development projects. In addition to TME, the programme is supported by Toyota
programme nelps communies nelp themsehves manufacturing plants, national distributors and retailers. In 2007,
over 30 workshops were organised, involving some 600 school
teachers and community leaders. Over 100 projects were implemented, involving

approximately 6,000 people. For more information visit www.ssd-cap.org

Case study
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Road safety: Safe Driver project in Poland

TMMP in Poland established a programme to improve road safety in
the Watbrzych region, a mountainous area with a lot of narrow and
winding roads and a high accident rate. The programme, established
in cooperation with the Watbrzych Safe Driving Academy, seeks to
improve the driving skills of inhabitants of Watbrzych and TMMP
employees (including users of company cars), to make them safer and
more environmentally responsible drivers. The action is divided into
three parts:

1. Theoretical and practical training, including first aid;

2.A “Safe Driver” competition, in which TMMP employees and
members of the local community can test their skills and compete
for the title in a number of driver categories; and

3. A social campaign that runs throughout the year.

Improving road safely is a key priority in Poland

In the two years since the programme began, more than 200 people
have been trained. In a survey conducted in April 2008, some 31% of inhabitants said they perceive TMMP as a company that
cares about road safety. The project gained third place among almost 300 entries submitted in a national competition for the best
programme on road safety “Orlen — Safe Roads”, which was organised by Orlen — Polish National Petrol Company.

For more information visit www.bezpieczny-kierowca.pl

Case study

Road safety: European Red Cross Road Safety and
First Aid Campaign

Supported by the European Commission,
TomTom and Toyota, 19 National Red
Cross Societies ran a European campaign
between April 2007 and June 2008, to raise
awareness and respect of road safety rules,
driving behaviour and knowledge of first aid
amongst the general public. The focus of
the campaign was to increase the visibility
of road safety issues in the Europe Union,
where some 43,000 people die every year in
road accidents. The campaign also sought
to collect best practice tools for road safety
and first aid and proactively share these  it'snevertoo early to learn about safety
throughout Europe, encouraging individuals,
communities, organisations and governments to improve road safety. The main outcome of the campaign
was the production of a road safety and first aid resource pack to be used by the Red Cross, road safety
agencies and other stakeholders throughout Europe.

For more information visit www.1-life.info

Case study
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Technical education: Rehabilitation through education
in the UK

Under the Toyota Technical Education Program (T-TEP), Toyota
Great Britain (TGB) provides the Aylesbury Young Offenders Institute
in the UK with new equipment and materials for inmates to learn
advanced technical skills that willimprove their chances of securing
employment on release. Of the 280 automobile manufacturers and
retailers solicited for assistance by the instructors at the facility,
Toyota was the only one to respond promptly with a concrete
and realistic proposal. The T-TEP training at Aylesbury spans 18
months, with a total of 72 inmates in two classes. Trainees who
complete the course successfully earn government certifications
that qualify them for jobs at maintenance and repair shops. TGB supports T-TEP training at participating
vocational schools and other facilities by supplying new-model vehicles and up-to-date tools, equipment
and manuals each year. Since the programme was launched at Aylesbury in 1998, 85% of T-TEP trainees
have achieved early release. That compares with an average early release rate of only 15% for the UK
as a whole. T-TEP’s impressive results at Aylesbury have encouraged other
correctional facilities to adopt or to consider adopting T-TEP.

27 Case study

Technical education: Supporting young students through technical project
competition - TMMT (Toyota Motor Manufacturing Turkey)

In 2006, TMMT started a technical project competition for junior high and high
school students at schools in TMMT’s host city of Adapazari, in the Sakarya
province. Working alone or with a partner, the students decide on their project
themes from four areas: the environment, automation, information technology and
energy. For six months, they engage in field research, experiments and reports,
then submit their results. The second annual competition was held in 2007, with
205 teams taking part from 16 junior high schools and 13 high schools.

With a production capacity of 150,000 vehicles per year, TMMT is a strong contributor
to the Turkish economy and has been the nation’s leading exporter since 2004.
TMMT also participates in numerous public-interest activities, especially through
education. For example, it has donated personal computers and technical training

High school students present their project at the annual materials such as engines, transmissions and vehicles to schools.
technical project competition

The technical project competition is considered by local authorities as one of
the most effective of TMMT’s educational initiatives. “Turkey has a large population. Industrial and economic developments are
proceeding too rapidly to provide students with sufficient opportunities to explore state-of-the-art science and technology,” says
Murat Yazici, the head of Sakarya Province’s Department of Education. “Along with deepening children’s understanding of science,
the competition encourages them to take the initiative in carrying out a project.”

Toyota Motor Europe also provides financial support for the annual competition through the Toyota Fund
for Europe.

Case study
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Special feature
Toyota European
Eco-Driving programme

: A cross-divisional programme impacting
: the driving behaviour of the general
: public, informed public, our employees and
. customers.

Toyota Motor Europe is the first carmaker to bring
together a comprehensive and pan-European Eco-Driving
programme targeting various stakeholders. Within Toyota
Motor Europe the programme is a true cross-divisional
campaign involving Sales & Marketing, Environmental
Affairs, Corporate Social Responsibility, the Retail
Academy and Government and Technical Affairs.

The elements of the programme are:

Higher exposure
to general public

General public

Website

Events

. General information on the website

Customers

Eco-Drive test

. NMSC/EMC present simulators
at motorshows and retailers

. Sales consultant info to customers

@ retailers
Interested

public

. Workshops organised by NGOs

Eco-Drive workshops
Employees

Promote Eco-Driving
continuously and measure impact

. Eco-Driving awareness towards
employees

Greater reduced environmental impact

As shown in the figure above, the five elements of our Eco-Driving Strategy are:

1+3. E-learning/Information/Education on websites and
roll-out towards customers at retailers

In 2007, Toyota Motor Europe provided a complete set of retail training items with a focus
on e-learning to the National Marketing and Sales Companies for an effective and efficient
knowledge transfer to the retail sales staff members. Promoting and demonstrating Eco-
Drive — towards retail customers and prospects — is now part of the vehicle sales process and
deployed throughout the local training programmes accordingly. Please see www.toyota.eu

2. Use of Eco-Driving simulators by affiliate companies
in motorshows, events and retailers

To inform the general public at motorshows and the many events organised by our National
Marketing and Sales Companies, often in close collaboration with the retailers, Toyota developed
a series of easy-to-use Eco-Driving simulators. By offering the Eco-Driving experience in a fun
and interactive format, Toyota in 2007 has helped thousands of people become more aware
of the impact of their driving behaviour on the environment.
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Toyota Motor Europe
Guide to Eco-Driving

4. Roll-out of Eco-Driving workshops with NGOs
Ecolife: promoting Eco-Driving (Belgium)

In 2006, Toyota Belgium initiated a collaborative project with EcolLife, a Belgian
NGO that develops action models to demonstrate how the environmental impact
of daily life can be lessened. With the support of Toyota and other sponsors, they
developed a workshop that can be used to demonstrate how changes in personal
driving techniques can reduce the environmental impact of car usage.

At the core of the workshops are the specially developed driving simulators made
by GreenDino NV. They allow participants to practice improved driving skills.

The local communities workshops are offered to public employees of private
companies and all kinds of non-profit organisations. They are also used at major
public events where the public can participate in a contest to drive as far as
possible with 0.1 litre of petrol.

Inthe project’sfirst yearin Belgium, the intensive half-day workshops were organised
over 50 times and trained over 800 people. In addition to the workshops, more
than 35 events were organised in which some 10,000 drivers became acquainted
with the principles of Eco-Driving.

In 2008, identical projects will be launched in the south of Belgium, UK, Spain,
Norway and Iceland in partnership with local NGOs, aiming to train up to 8,000
people via some 500 workshops.

5. Raise awareness among company car drivers
and promote Eco-Driving in Green Month
Campaign

To promote Eco-Driving during the 2007 Green Month Campaign, an Eco-Drive
simulator was made available to TME employees and an Eco-Drive guide was
distributed to all TME employees.

In 2008, Toyota will further expand this programme to include Performance
Monitoring Activities and continued communication to the broader public.
For more information visit www.toyota.eu
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Glossary of terms

ABM Annual Business Meeting

ACEA European Automobile Manufacturers’ Association

ARERAP Authorised Repairer Environmental Risk Audit
Programme

ASR Automotive Shredded Residue

A/T Automatic Transmission

BAT Best Available Technique

CARE Consortium for Automobile Recycling

CCs Complete Customer Satisfaction

CFC Chlorofluorocarbon

CNG Compressed Natural Gas

co Carbon monoxide

CO2 Carbon Dioxide

CSR Corporate Social Responsibility

CVT Continuously Variable Transmission

cY Calendar Year (1 Jan — 31 December)

D4 Direct Injection 4-Stroke Petrol Engine

D-4D Direct Injection 4-Stroke Diesel Engine

DPNR Diesel Particulate and NOx Reduction catalyst

EACO Environmental Affairs Coordination Office

Eco-VAS Eco-Vehicle Assessment System

ECU Engine Control Units

ED? Toyota Europe Design Development Centre

EDER Early Detection and Early Resolution

EGR Exhaust Gas Recirculation

ELV End-of-Life Vehicle

EMC European Manufacturing Company

EMS Environmental Management Systems

EPER European Pollutant Emissions Register

ETS Emissions Trading Scheme

ETSC European Transport Safety Council

EURORAP European Road Assessment Programme

FCHV Fuel Cell Hybrid Vehicle

FY Financial Year (1 April — 31 March)

Genchi Japanese term that roughly translates to “go to the

Genbutsu source to find the facts”

GHG Greenhouse Gas

GPG Green Purchasing Guidelines

GRSI Global Road Safety Initiative

GTL Gas-to-liquid

HAZMAT Hazardous Materials

Hoshin Japanese term that translates to “direction” or
“needle”, as in a compass. Usually used as Hoshin
Kanri, meaning Direction Management.

HSD Hybrid Synergy Drive

IDIS International Dismantling Information System

IMDS International Material Data System

ISO International Organisation for Standardisation

IUCN International Union for Conservation of Nature

JAMA Japan Automobile Manufacturers’ Association

Kaizen Japanese term that roughly translates to
“continuous improvement”

KPI Key Performance Indicator

LCA Life Cycle Assessment

MSDS Material Safety Data Sheet

M/T Manual Transmission

NCAP New Car Assessment Programme
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NGO Non-Governmental Organisation

NMSC National Marketing and Sales Company

NMHC Non Methane Hydrocarbons

NOx Nitrogen Oxide

oDSs Ozone Depleting Substance

PCB Polychlorinated Biphenyl

PDC Parts Distribution Centre

PDI Pre-Delivery Inspection

PHV Plug-in Hybrid Vehicle

PM Particulate Matter

PP Polypropylene

PRTR Pollutant Release and Transfer Register

PSCG Parts Supply Chain Group

PVC Polyvinyl Chloride

QCC Quality Control Circles

R&D Research & Development

RDMC Research & Development and Manufacturing
Company (part of TME)

REACH Registration, Evaluation, Authorisation of Chemicals

SAPS Sulphated Ash, Phosphorus and Sulphur

SED School for Employee Development

SOC Substances of Environmental Concern

SOx Sulphur Oxide

SRD School for Retail Development

SSD Schools for Sustainable Development

Suv Sports Utility Vehicle

TEAM Toyota in Europe Association of Manufacturers

TEF Toyota European Forum

TFfE Toyota Fund for Europe

THS Toyota Hybrid System

TLS Toyota Logistics Services

TMC Toyota Motor Corporation

TME Toyota Motor Europe

TMIP Toyota Motor Industries Poland

TMME Toyota Motor Marketing Europe (part of TME)

TMMF Toyota Motor Manufacturing France

TMMP Toyota Motor Manufacturing Poland

TMMR Toyota Motor Manufacturing Russia

TMMT Toyota Motor Manufacturing Turkey

TMUK Toyota Motor Manufacturing UK

Toyota D-CAT

Toyota Diesel — Clean Advanced Technology

TPCA

Toyota Peugeot Citroén Automobile

TPCCZ Toyota Parts Centre Czech Republic

TPCE Toyota Parts Centre Europe

TPS Toyota Production System

TSM Toyota Service Marketing Manual

TSOP Toyota Super Olefin Polymer

T-TEP Toyota-Technical Education Programme

VLG Vehicle Logistics Group

VOC Volatile Organic Compounds

VVT-IE Variable Valve Timing-intelligent Electric

WBCSD World Business Council for Sustainable
Development

5Rs Refine, Reduce, Reuse, Recycle, Retrieve



GRI reference

GRI Report content (key indicators) Page
11 Statement from the CEO on vision and strategy 1
1.2 Description of key impacts, risks and opportunities 1,6-9
Organisational profile

21 Name of the company "
2.2 Major brands, products and services inside front cover, 11-15
2.4 Location of company’s headquarters back cover, 11
25 Countries in which the company has operations bl
2.6 Nature of ownership and legal form inside front cover
27 Markets served 1
2.8 Scale of the company 11-15
29 Significant changes during the reporting period 114
210 Awards received in the reporting period 4,68

Report parameters

Report profile

3.1 Reporting period inside front cover
3.3 Reporting cycle inside front cover
3.4 Contact point for questions regarding the report inside front cover, back cover

Reporting scope and boundary

3.5 Process for defining report content inside front cover

3.6 Boundary of the report inside front cover
GRI content index

3.12 Table identifying GRI disclosure items and indicators 83

3.13 Policy and current practice with regard to external assurance for the report inside front cover

Governance, commitments & engagement

Governance
44 Governance structure 11-15
4.2 Chair of highest governance body and Executive Officer 7
4.4 Mechanism for employees to provide recommendations 7
4.8 Internally developed missions, value statements, codes of conduct, etc 1, 6-9, 61-63
4.9 Sustainability processes and management 6-9
410 Processes for evaluating the performance of the highest governance body 6-9
411 Explanation of whether and how the precautionary approach or principles addressed by the organisation 6-9
Commitments to external initiatives
413 Significant memberships in associations 54,58
Stakeholder engagement
414 List of stakeholder groups engaged by the company 51-53
415 Basis for identification and selection of stakeholders 51-53
416 Approaches to stakeholder engagement 51-54
417 Key topics and concerns that have been raised through stakeholder engagement
Economic performance indicators
Economic performance
EC1 Economic value generated and distributed 5,15
EC2 Financial implications and other risks and opportunities for the organisation’s activities due to climate change 15,24
EC6 Practices and proportion of spending on locally-based suppliers 70
EC8 Infrastructure investments and services supported that provide public benefit 12-14, 58, 76-79

Environmental performance indicators

EN1 Materials used by weight and volume 19,25
EN2 Percentage of materials used that are recycled 19, 45, 46, 31, 34, 44
EN3 Direct energy consumption broken down by primary energy source 283, 24,31, 34, 44
EN4 Indirect energy consumption by primary energy source 23,24, 31,34, 44
EN5 Total energy saved due to conservation and efficiency improvements 24,31, 34, 39
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ENG Initiatives to provide energy-efficient products and services 18,73
EN7 Initiatives to reduce indirect energy consumption and reductions achieved 24,31, 34, 39
EN8 Total water withdrawal by source 26, 28, 44
EN10 Percentage and total volume of water recycled and reused 26
EN16 Total direct and indirect greenhouse gas emissions by weight 24,28, 29, 30, 31, 32, 33, 44
EN18 Initiative to reduce greenhouse gas emissions and reductions achieved 24,31, 34, 39
EN19 Emissions of ozone-depleting substances 20, 27, 28
EN20 NOx, SOx, and other significant air emissions by weight 20
EN21 Total water discharge and quality 20
EN22 Total amount of waste by type and destination 25,26, 31, 39, 44
EN26 Initiatives to manage and reduce the environmental impacts of products and services 19, 35
EN27 Percentage of products sold and their packaging materials that are reclaimed by category 35
EN29 Significant environmental impacts of transportation used for logistical purposes 29-35
Social performance indicators: Labour practices and decent work
LA1 Breakdown of total workforce by employment type and by region 61, 62
LA2 Total number and rate of employee turnover broken down by age group and gender 62
LA3 Benefits provided to full-time employees 62, 63
LA4 Percentage of employees covered by collective bargaining agreements 62
LA6 Percentage of workforce represented in formal health and safety committees 66, 67
LA7 Rates of injuries, lost days, absenteeism and work-related fatalities 67
LA9 Health and safety topics covered in formal agreements with trade unions 85
LA10 Average hours of training per year per employee 65
LA Programmes in place to support the continued employability of employees 62, 63
LA12 Percentage of employees receiving regular performance and career development reviews 62
LA13 Governance structure and breakdown of employees per category according to diversity 63
Social performance indicators: Human rights
HR3 Employee training on policies and procedures of human rights 64, 68
HR5 Actions taken to support the right to exercise freedom of association and collective bargaining 64, 68
HR6 Measures taken to contribute to the elimination of child labour 72,74
HR7 Measures taken to contribute to the elimination of forced or compulsory labour 64, 74
Social performance indicators: Society performance
SO1 Assessment and management of impacts of operations 6-9, 51-54
SO3 Percentage of employees trained in organisation’s anti-corruption policies and procedures 64
SO4 Actions taken in response to instances of corruption 64
SO5 Participation in public policy development and lobbying 54,58
Social performance indicators: Product responsibility
PR1 Procedures for improving health and safety of products and services 58, 59
PR3 Type of product and service information required by procedures, and percentage of significant products and services. 59
PR4 Total number of incidents of non-compliance with regulations and voluntary codes concerning product and service

information and labelling 60
PR5 Practices related to customer satisfaction, including results of surveys 55-57
PR6 Programmes for adherence to laws related to marketing communications 60
PR7 Instances of non-compliance concerning marketing communications 60

Reference is made to indicators reflected in the report
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Introduction

We have reviewed the environmental and social aspects of the Toyota European Sustainability
Report 2008 (The “Report”). The Report is the responsibility of Toyota Motor Europe NV/SA,
with whom the objectives and terms of the engagement were agreed. We are responsible
for expressing our conclusion based on the engagement. We have based our approach
on emerging best practice for independent assurance on environmental and sustainability
reporting, including ISAE 3000 (“Assurance Engagement other than Audits or Reviews of
Historical Financial Information”), issued by the International Auditing and Assurance Standards
Board (IAASB).

Procedures

Our objective was to achieve limited assurance. Based on an assessment of materiality and
risk, we have gathered and evaluated evidence supporting the conformity with criteria for
the subject matters described. This work included analytical procedures and interviews with
management representatives and employees at Toyota Motor Europe headquarters in Brussels
and at the three reporting units Toyota Motor Industry Poland Sp. z 0.0. (Jelcz-Laskowice,
Poland), Toyota Peugeot Citroen Automobile Czech (Kolin, Czech Republic), and Toyota Vehicle
Logistics Center (Malmo, Sweden). Our work was performed on sample basis, as we deemed
necessary in the circumstances, but no substantial testing was undertaken. Therefore, the
assurance that we obtained from our evidence gathering procedures is limited. We believe that
our work provides an appropriate basis for conclusion.

Comments

Toyota Motor Europe is managing environmental impact from production, logistics and sales
& marketing in an integrated management system involving essential elements such as target
setting, clear roles and responsibilities, detailed programs and action plans, reporting and
monitoring. The environmental data for this Report are derived from the information system
supporting such ongoing management monitoring and decision making. This is an indicator of
a mature well-established management system. We noted with respect to reporting material
social impact that in FY2008 Toyota Motor Europe continued to take measurable steps towards
establishing definitions and adjusting management and information systems to serve as a basis
for external reporting

Results

In conclusion, based on our work described in this report, nothing came to our attention that

causes us not to believe that in all material respects:

1. Toyota Motor Europe at Headquarter level has applied detailed and systematic procedures
for the purpose of collecting, compiling and validating environmental and social data for
FY2007 to the Corporate level; and
a. such data are appropriately reflected in the environmental and social sections of the Report.
b.the Report provides an appropriate and balanced account of Toyota Motor Europe’s

material environmental and social aspects

2. The three reporting units mentioned above have implemented the requirements of Toyota
Motor Europe to appropriately prepare and report such environmental and social data for
FY2007 to the Corporate level.

3. Toyota Motor Europe has applied detailed and systematic methodologies and processes for
the preparation of the Report in order to achieve its reporting objective.

Copenhagen, September 1, 2008
DELOITTE Statsautoriseret Revisionsaktieselskab
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